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CONFIDENTIAL BONN 14106 

DEPARTMENT PASS TREASURY AND FEDERAL RESERVE 

E.O. 11652: GDS 
TAGS: ECON. EFIN, GW 

SUBJECT: INTERNAL FRG ECONOMIC FORECAST 

REF: BONN 14021 

1. ECONOMICS 

MINISTRY DEPUTY ASSISTANT SECRETARY RAABE, 

HEAD OF ECONOMIC ANALYSIS AND FORECASTING, PROVIDED 
EMBOFF SOME FIGURES THAT THE FRG HAS DEVELOPED FOR 
ITS INTERNAL USE CONCERNING THE OUTLOOK FOR NEXT YEAR. 
REAL GNP IS FORESEEN GROWING BY 5 PERCENT IN 1976. 

THIS GROWTH, HOWEVER, IS CONTINGENT UPON AN UPTURN 
TAKING PLACE IN SEPTEMBER OR OCTOBER 1975 AT THE VERY 
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THE SAVINGS RATIO, AND MODERATE WAGE INCREASES THAT 
WOULD BE EVEN LOWER THAN IN 1975 AND BE ONLY MARGINALLY 
HIGHER THAN THE ANTICIPATED INFLATION RATE OF 4 1/2 TO 
5 PERCENT. A 10 PERCENT INCREASE IN THE COST OF 
IMPORTED PETROLEUM WAS ALSO FACTORED INTO THE EQUATION. 

2. RAABE ADMITTED THAT HIS FORECAST WAS BASED MORE 
ON FAVORABLE AND IDEAL DEVELOPMENTS THAN ON A 
CONSERVATIVE OR MIDDLE-OF-THE-ROAD ASSUMPTION BASE. 
EVEN SO, HE SAID THAT HE FORECAST UNEMPLOYMENT IN 
NONSEASONALLY ADJUSTED TERMS TO REACH 1.6 - 1.7 MILLION 
AT THE WINTER PEAK OF JANUARY/FEBRUARY 1976. FOR THE 
YEAR 1976 AS A WHOLE HE FEELS THAT AVERAGE UNEMPLOYMENT 
WILL BE 1.3 MILLION AS COMPARED WITH HIS FORECAST OF 

1.2 MILLION AVERAGE UNEMPLOYMENT IN 1975. HE OPINED 
THAT UNEMPLOYMENT IN SEASONALLY ADJUSTED TERMS WILL 
NOT BEGIN TO DECLINE IN 1976 UNTIL JUST A MONTH OR 
TWO BEFORE THE FALL PARLIAMENTARY ELECTION -IF THE 
IDEAL ECONOMIC SCENARIO HE OUTLINED IS FOLLOWED. 

3. WHEN ASKED WHAT WOULD HAPPEN IF THE FAVORABLE 
CONDITIONS WHICH HE ASSUMES DO NOT COME ABOUT, HE 
RESPONDED THAT HE SAW AS A POSSIBILITY ANOTHER 
GOVERNMENT ECONOMIC STIMULATION PROGRAM EARLY NEXT 
YEAR. ITS MAGNITUDE, THOUGH, WOULD HAVE TO BE AT 
LEAST TWO TIMES THE SIZE OF THE CURRENT DM 5-6 BILLION 
PROGRAM JUST BEING LAUNCHED. 
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